chooses to use a CAP or LEC facilities for special access service unless there are specific,
identifiable cost differences."® The Commission adopted this same requirement of
neutrality when it incorporated switched access services into the expanded interconnection
rules.®¥ In adopting this neutrality requirement, the Commission realized that "absent
even-handed treatment, nonrecurring reconfiguration charges could constitute a serious

barrier to entry. "%/

Clearly, the extension of promotional NRC waivers to interconnectors is
required under the Commission’s rules. To ensure compliance with the Commission’s rules,
the Commission should establish unambiguously a LEC obligation to extend all promotional
NRC waivers to comparable virtual interconnection services.Z’ Specifically, the FCC
should require that any newly-tariffed promotional offering for LEC special or switched
access services must specify the comparable virtual interconnection services for which NRCs
will also be waived. Clearly, waiver of DS1 or DS3 special access or switched transport
installation NRCs must be matched with a waiver of nonrecurring charges for DS1 and DS3
cross-connects. Any promotional waivers for SONET-based services should also be matched

by waivers of DS3 cross-connect NRCs. Any promotional waiver of NRCs associated with

o Expanded Interconnection with Local Telephone Company Facilities, 7 FCC Red
7369, 7465 (1992) (Special Access Reconsideration Order).

= Expanded Interconnection with Local Telephone Company Facilities, 8 FCC Red
7374, 7439 (1993) (Switched Access Order).

36 Id. at 7438.

o The Commission should also apply this rule to all LECs that provide physical
collocation arrangements.
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LEC voice grade, DDS or fractional T-1 services should include a waiver of NRCs for voice
grade cross-connects or their equivalents.

Finally, it is possible that LECs will initiate promotional offerings that do
involve reduced recurring charges for a limited period of time. It is necessary for the
Commission to anticipate the equitable treatment of such promotions as well. MFS submits
that the most efficient way to address this issue is to require LECs to file full cost support
for such promotions, even if they fall within the approved Price Cap rate ranges. The cost
support data should mirror the data required to be submitted with the LECs’ Direct Cases in
the instant proceeding, and should identify disaggregated investment, annual cost factors, and
rate/cost ratios. If such promotions raise competitive concerns regarding interconnected
parties, they may be addressed in the normal tariff review process when such filings are

made.

IV. THE COMMISSION SHOULD PROHIBIT LECS FROM RECOVERING
OVERHEADS THROUGH THEIR NONRECURRING CHARGES

In its Designation Order, the Commission specifically ordered Bell Atlantic,
Southwestern Bell, U S West and any other LEC intending to recover overhead loadings
from nonrecurring charges associated with virtual collocation to provide data on this issue.
In their Direct Cases, Ameritech, Bell Atlantic, BellSouth, Southwestern Bell and U S West
have disclosed that their virtual interconnection nonrecurring charges include overhead

loadings.®¥ Most of these LECs further concede, however, that they do not recover

L4 Ameritech at 8-9; Bell Atlantic at 12; BellSouth at 4; Southwestern at 9; U S West at
12.
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overheads in nonrecurring charges for their special access or switched transport services,®
but rather recover such costs through their recurring rates. Significantly, at least one LEC,
Cincinnati Bell, states that it does not recover overhead loadings from its virtual
interconnection nonrecurring charges.®/

The Commission also directed the LECs to identify the term of service upon
which the assignment of overhead loadings to nonrecurring charges is based. In response, a
majority of the LECs state that their nonrecurring charges are not premised on any term
assumptions, and contend that term of service is irrelevant. Consequently, they argue that no
provision for refunds for overhead contributions is necessary because they will incur the full
costs whether or not the interconnector terminates the service prematurely.8/

The LECs’ position on refusing to tariff a refund provision for overheads is
unsupportable. The LECs incorporate overheads into nonrecurring charges by application of
an annual cost factor. This factor assumes that maintenance and administrative costs will be
incurred on a regular basis throughout the year. In fact, the LEC position is internally
inconsistent: either they do not apply annual cost factors and incur all nonrecurring costs
"up front" -- in which case no refund mechanism is necessary, or they require

interconnectors to make advance payments of annualized costs -- in which case provisions for

a refund upon premature termination of the service must be made.

2 Cf. Bell Atlantic states that it recovers overheads through loadings on its special
access installation NRCs. Bell Atlantic at 11. U S West asserts that it recovers "some"
overhead through loadings on some special access nonrecurring charges, but provides no data
to substantiate this claim. U S West at 12-14.

& Cincinnati Bell, App. A at 2.
sy Ameritech at 9-10; BellSouth at 4; Southwestern at 10-12.

-23.



The Commission should not permit the LECs to have it both ways. The
Commission should prohibit the LECs from recovering overheads in their nonrecurring
charges for virtual collocation service. Prohibiting the recovery of overheads in the virtual
collocation nonrecurring charges will both protect interconnectors against excessive NRCs
and will ensure that LECs use the same pricing standards for NRCs paid by interconnectors
and customers of special access and switched transport services.%

Southwestern Bell takes this discriminatory method of cost recovery one step
further and argues that it cannot reuse collocation equipment, and thus it must recover all
nonrecurring charges in its overheads. Southwestern Bell’s assertion conveniently arises
from its refusal to: 1) agree to lease or purchase equipment from interconnectors for a
nominal sum (known as the "$1 deal”); or 2) make any provisions to permit interconnectors
to repurchase the interconnection equipment upon terminating the virtual collocation
arrangement.

Southwestern Bell’s assertions that it cannot reuse interconnection equipment
are nothing short of outrageous. Southwestern Bell is the only virtual interconnection LEC
in the country that has refused to accept the "$1 deal."® All the remaining LECs purchase

or lease equipment for a nominal sum from the interconnector, and agree that the

interconnector may reclaim the equipment upon termination of the interconnection

& Absent such action, the Commission should, at a minimum, order LECs to refund a
pro rata portion of the overhead loadings associated with the NRCs if an interconnector
terminates its arrangement prematurely.

& Initially Cincinnati Bell and U S West also refused to endorse the "$1 deal,” but both
LECs subsequently have expressed their willingness to do so.
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arrangement. Conversely, if Southwestern Bell persists in refusing the "$1 deal," it could
remedy the reuse problem simply by allowing the interconnector to move the equipment to
another location, or to take delivery of the equipment upon termination of the
arrangement.®’ Instead, Southwestern Bell is attempting to make the interconnector pay

the full capital cost of the equipment (including grossly excessive loadings) up front, and
makes no provision to allow the interconnector to retain use of the equipment following
termination of the interconnection arrangement. Indeed, Southwestern Bell then attempts to
exploit these wholly unreasonable terms to justify excessive nonrecurring charges through the
application of overhead loadings.

The Commission also should require Southwestern Bell to tariff provisions that
would allow an interconnector to realize the full value and benefit of the equipment it
purchases. Either Southwestern Bell should be required to offer interconnectors a right of
first refusal to purchase the interconnected equipment for a nominal sum at the termination of
its interconnection arrangement, or Southwestern Bell should be required to provide a pro
rata refund of the undepreciated value of the equipment to the interconnector. Failure to

impose such provisions upon Southwestern Bell would result in its unjust enrichment.®

&/ Even without taking these actions, Southwestern Bell’s argument that it cannot reuse
interconnection equipment is wholly unsupported. Indeed, as explained infra, MFS
purposely chooses the same interconnection equipment that LECs use in their central offices
in order to avoid training costs and ensure competence among LEC technicians. Such
decisions by interconnectors ensure that Southwestern Bell would be able to reuse the
equipment elsewhere in its network.

&/ In the alternative, at a minimum, customers should be permitted to have the same
equipment moved to another interconnection site for their continued use.
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V.  CONCLUSION

For the reasons discussed above, the public record in the instant docketed

proceeding and in CC Docket No. 91-141 clearly establishes that LECs have employed

excessive and unreasonably discriminatory loading factors in establishing their rates and

charges for virtual interconnection, and have thereby unreasonably inflated the cost of that

bottleneck service to aspiring competitors. The Commission should therefore prescribe

reductions in the LECs’ virtual interconnection rates and charges, and should compel

immediate refunds -- with interest -- to interconnected parties that have paid excessive rates

to date. In addition, the Commission should impose sanctions upon Bell Atlantic for its

flagrant and unexcused refusal to comply with the direct orders of the Commission.
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4662

Hotfman Estates L 60196-100%
Qtfice 708 248-3332

Fax 708:248-3890

riteCh _ Kristin U. Shuiman

Director
Federai Regulatory Planning ang Poucy

PUBLIC REFERENCE COPY

February 10, 1995

Transmittal No. 863

Secretaréo

Federal Communications Commission
1919 M Street, N.W.

Washington, DC 20554

Attention: Common Carrier Bureau

The accompanying tariff material, issued on behalf of Ameritech and bearing Tariff F.C.C.
No. 2, Access Service, is sent to you for in compliance with the requirements of the
Communications Act of 1934, as amended. This material, scheduled to become effective
February 13, 1995 and March 27, 1995, consists of revised tariff pages as indicated on the
following revised check sheets.

Tariff F.C.C. No. Check Sheet Nos.

2 784th Revised Page 1
785th Revised Page 1

134th Revised Page 1.5

100th Revised Page 1.6

101st Revised Page 1.6

55th Revised Page 1.9

With this filing Ameritech new contract periods to its Optional Payment Plan in
F.C.C. No. 2, Section. 7. new service o will allow for 24 and 48 month payment

arrangements providing customers with more flexibility in provisioning their networks.

Cost support for the-DS1 and DS3 portion of this filing is being submitted under separate
cover requ that the information be treated as confidential. All other support material
pursuant to 61.49 of the Federal Communications Commission's Rules and
'Regulations is submitted herewith.



Exhibit 2
Page 1 of 13

Ratio Analysis
Ameritech Base Rate Service
LOCAL DISTRIBUTION CHANNEL
Zone 1,2, 3
24 Month 48 Month
investment $2,018.37 $2.018.37
Total Annual Cost $573. 4 $873.34
Total Monthly Cost $47.78 $47.78
Monthly Rate $70.3¢ $68.47
Annusi Cost/investment 0.28 0.28

Monthly Cost/Rate 0.63 0.70



Exhibit 2
Page 8 of 13
- Ratio Analysis
Ameritech OC-3 Service
LOCAL DISTRIBUTION CHANNEL

24 Month 48 Month
Investment $15,914.02 $15,014.02
Total Annual Cost $3,082.34 $3,002.4
Total Monthly Cost $201.75 $285.64
Monthty Rate $1,527.00 $1,253.00
Annusl Cosl/investment 0.19 0.19
Monthly Cost/Rate 0.19 0.23

CHANNEL MILEAGE TERMINATION

24 Month 48 Month
investment $14,374.28 $14,374.28
Total Annual Cost $3,623.08 $3,623.08
Total Monthly Cost $337.00 $335.71
Monthly Rate $446.00 $385.00
Annuel Cost/investment 0.27 0.27
Monthly Cost/Rate 0.7¢ 0.87
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January 6, 1995

Transmittal No. 856
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1919 M. Street, N.W.
Washington, D.C. 20554

Attention: Commeon Carrier Buresu

R Lo 5 o e S S omS 54,
o .
Comunidommm1m ay::ondod. material, scheduled 1o become effective

February 20,1995, MMamwmuWMMMMgmmad
check sheets.
Tarift F.C.C. No. Check Sheet Nos.

2 777th Revised Page 1
69th Revised Page 1.7

&

proposed individual basis (ICB
wnbmwmmmmﬁﬂfmmxmn&m)

material pursuant to Section 61.38 of the Federal Communications Commission's
R and Regulations is submitted herewith.



AMERITECH - OHIO
SITE DIVERISTY - OC-12
SITE DIVERSITY CAPABILITY

ESTIMATED INVESTMENTS:

Recoverable Material Cost $ 10,901.68
Non-Rec Material Cost 0
Installation Cost $ 227097
TOTAL $ 13,172.65
ESTIMATED RECURRING COSTS:
Depreciation $ 1,705.38
Cost of Money 739.06
income Tax 273.13
Maintenance 17045
Ad Valorem Tax 219.87
TOTAL ANNUAL COST: $ 3107 .89.
SUB-TOTAL MONTHLY COST: $ 258.99
MONTHLY GROSS REVENUE TAX: 13.30
TOTAL DIRECT MONTHLY COST: S 272.29

Annual Direct Cost to Direct Investment Ratio

Monthly Cost $ 272.29 to Monthly Rate $ 280.00 Ratio

EXHIBIT 2
PAGE 1of 2
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@ Bell Atlantic
Bell Adantic Network Services, Inc. Michael R. McCullough
One Bell Atlantic Plaza Director, Rates & Tariffs
1310 North Court House Road External Affairs
4thfloor =
Arlingron, Virginia 22201
703 974-5995

September 22, 1994

Transmittal No. 696

Secretary
Federal Communications Commission

Washington, D.C. 20554

Attention: common Carrier Pureau

The accompanying tariff material, issued by The Bell
Atlantic Telephone Companies and bearing Tariff F.C.C.
No. 1, Access Service, is sent to you for filing in
compliance with the requirements of the Communications
Act of 1934, as amended. This material, filed on
forty-five days' notice, is scheduled to become effective
November 6, 1994 and consists of tariff pages as
indicated on the following check sheets:

Tariff F.C.C. No. 1 Check Sheet Revision No.,

670th Revised Page 1
42nd Revised Page 1.10

This filing establishes rates and charges for Specialized
Facilities and Arrangements to be provided on an
individual case basis (ICB) to meet specific and unique
needs of Corestates Financial Corporation. This case is
restricted to the individual customer. A private network
of Central Office multiplexers and 2B1Q transport
facilities is provided.

Support information as specified in Section 61.38 of the
Commission's Rules is included with this filing.

We have enclosed a check in the amount of $565.00 in
accordance with the fee program procedures.



Bell Atlaatic Customer: Corestates Financial

1.

Corporation

INTRODUCTION

This section ocutlines compliance with Section 61.38 of
the Commission’s Rules which applies to this filing because
Bell Atlantic is a dominant carrier. Section 61.38 provides
the guidelines for cost support when filing new services
excluded from price cap regulation.

COMPLIANCE WITHE SECTION 61.38(Db)

Explanation and data supporting either changes or new tariff
offerings:

Sexvice Description

Bell Atlantic is providing a specialized arrangement
for Corestates Financial Corporation for the provision of a
private interstate network in New Jersey. The nstwork
consists of central office multiplexers and branch office
connections in conjunction with Special Access services from
Section 7 of Bell Atlantic’s Tariff P.C.C. No. 1. 155
branch office locations will be served by five central
office hubs -- Camden, Hamilton Square, Red Bank, New
Brunswick, and Plainfield. All interfaces between the
network and the customer’s equipment are standard, published
interfaces. The customer has agreed to a five-year term.

Reason for this Filing

Bell Atlantic is making this filing pursuant to the
Communications Act of 1934, as amended, in order to provide
this configuration to Corestates. This filing is being made
in compliance with the regulations within the Bell Atlantic
Tariff P.C.C. No. 1, Access Service.

Basis of Ratsmaking

The customer has agreed to pay the charges for this
service through a recurring monthly rate.

The nonrecurring costs have been restated as an
equivalent monthly amount per branch connection and are
included in the monthly recurring rats. The costs for case
preparation includes expenses incurred to configure,
engineer, and prepare cost support for this service and wvas
developed by multiplying the estimated staff hours required
by the appropriate labor rates. Case preparation costs also
include an increment to cover tariff preparation and filing
fee expenses. The nonrecurring costs also include
nonreusable investment and associated margin.



BELL ATLANTIC

WORKPAPER 1
CORESTATES
~—biNE__CATEGORY AMOUNT,
RECURRING COSTS
1. investment $878,163.00
2 Anmual Capital Costs $184,888.00
3. Arvual Operating Expenses $114,190.00
4. Aol Direct Costs L2 +13 $290,084.00
S.  Margn $185,128.24
6. Annual Total L4 +LS $484,200.24
7. Total per Clrcuit per Month L6 / 155 ckts/ 12 months $260.33
8. Per Circult NRC incl. as Monthly Amt. L18 $340.657
9. Monthly Rate L7 +18 - $310.00
NONRECURRING COSTS
10.  Tarlk Preperation and Filing Fee $799.28
11.  Custom Business Services Expenses $401.00
12 Network Engineering $8,616.00
13.  Total Case Preperation Lo+ L11 +L12 $0.908.28
14.  Nonreusable Capital $208,802.00
15.  Margin $138,520.58
16. Total Li13+ Li4 + L15 $355,228 .56
17.  Nonrecuning per circuit L16/ 155 $2,291.80
18.  Restated as monthly recurring per circuit $49.67
ANNUAL COSTS AND REVENUES
19.  ANNUAL COSTS L4+L13+L14 $517,792
20. ANNUAL REVENUES L9 * 185 * 12 MONTHS $576,596
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@ Bell Atlantic

Bell Atlantic Nertwork Services, Inc. Michael R. McCuilough
One Beli Atlantic Plaza Director, Rates & Taniffs
h | Affai . mm——— - -
AL orth Court House Road Bxtenal Allair PUBLIC ACrziincl Luil
Adington, Virginia 22201
703 974-5995

FAX 703 974-0780

February 23, 1995

Transmittal No. 749

William F. Caton

Acting Secretary

Federal Communications Commission
Washington, D.C. 20554

Attention: Common carrier Bureau

The accompanying tariff material, issued by The Bell
Atlantic Telephone Companies and bearing Tariff F.C.C.
No. 1, Access Service, is sent to you for filing in
compliance with the requirements of the Communications
Act of 1934, as amended. This material, filed on forty-
five days' notice, is scheduled to become effective April
9, 1995 and consists of tariff pages as indicated on the
following check sheets:

Tariff F.C.C. N -neck Sheet Revision No.

716th Revised Page 1
54th Revised Page 1.12

With this filing, Bell Atlantic proposes rate revisions
to its Pederal Telecommunications Access Service (FTAS)
offering. FTAS terms specify that certain rates in
Section 17 are to be maintained at a discounted level
below the Special Access rates in Section 7. This filing
revises the FTAS rates to reflect Section 7 rate changes
in Bell Atlantic's Transmittal No. 673 and proposed rate

- changes in Bell Atlantic's Tranamittal No. 747 which was
filed on February 16, 1995 with a proposed effective date
of March 2, 1995.

Support informsation as specified in Section 61.38 of the
Commission's Rules is included with this filing.



SECTION 3
COSTS, DEMAND, RATES, and REVENUES

Cost Development
Bell Atlantic performed cost studies to determine the costs

for each service included in PTAS. The unit costs are shown on

VWorkpaper 1.

Demand Forecast
The annual d-iand forecast for FTAS rates is shown on

Workpaper 1. The forecast is based on 1994 demand.

Proposed Rates
The proposed monthly ratses for FTAS are based on the

discount guidelines in Section 17.3.A.3. However,
notwithstanding the discount levels in Section 17, new rates
calculated pursuant to the discount table will not be set below

cost.

Revenue Forecast

The FTAS projected revenues vere calculated by multiplying
the proposed rates by the projected demand. Workpaper 1 contains
the projections.



BELL ATLANTIC

WORKPAPER 1
FTAS RATE CHANGES
TARFF
FCC NO. 1, PROPOSED
SECTION FTAS FTAS UNIT

RATE* RATE DISCOUNT COST DEMAND COOTS REVENUES

A 8 < D€ Fs0% Q=g

FTAS RATE ELEMENTS

Channel Termination — monthly

VYoice Grade —2 wire
Voiocs Grade — 4 wire

reourving
$38.00 $28.75 5% $21.00 1,971  $41,391 846,811
$60.00 $47.50 5% $30.00 17,005 $528,150 $838,238

* Tarilf FCC No. 1, Section 7 rates as proposed in Transmittal No. 747



